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3 -/
SUBJECT : Voluntary Investment Plan ' F%ﬁ wiz;%ﬁﬂdﬁkz;éil

1. Action Requested: MNone, This is for information only
and is in responsd to your desire to know why, as the DCY, you
ars ragquired to approve sppointments to the Board of Trustees
of the Voluntary Investment Plan (VIP?) and to your question as
to whethier or not you should distance yourself from the Plan
on the basis that 1t might otherwise appesar that you have a
personal interest in VIP’s success,

I. Background: Por many years, the Agency has emphasized
to 1tz personnel the need to have long-range plans for retirement.
In 1light of this, the Voluntsry Investment Plan was imstituted with
8 gpallof enabling employees to invest, voluntarily and over the
long term, a portlon of their salaries with a view to previding
a supplement to their eventual retirement snnuities.

The VIP is a qualified pensien plan - quslified by the
Internal Revenue Service (IR8) - mnd as such operates under the
legal restraints applicable to such pension plans. It is a
separate and distinct plan, and is not a part of the CIA Retirement
and Disability System (CIARDS) or the Civil Service Retirement
System. The plan permits participants to invest regularly
($.2., by payroll deduction) in a2 tax-sheltered medium. There
are no employer contributions; empleyes contributions ars the
sole Input to the Plan.

The VIP was establishked by the Agency under a formal
Trust Agresment between the Agency snd the Board of Trustees.
The Board of Trustees, appointed by the Director, is composed
of six senlor officers from the major components; the Trustees
sdminister the VIP under s formal statement of Terms and
Conditions. The six trustees serve three-year, overlapping
terma; two of the six rotate each year. They are charged with
the responsibility for prudent investment of the contributions
of the participants in the VIP as well as with a responsibility
to investigate other investment options in order to provide a

0210% 2@?@}& L P80-00473A000600030001-6
SHTEHNAL U oy




Approved For RelE<e 2002105170 /[ EPAO D4 [ROROMINAPO01-6
Heoaduiitadd g B0 d W de B2 6 RO LERTE j m. iP

safe and effective mediun of investment for the benefit of
the sembers.

¥e have sttached, for yeur informatien, a copy of
the Trust Acrocment between the Agency and the Board of Trustees
of the VIF concerning the establishment of the VIP. Taragrapb
3 of the Trust Agreement specifies that the Poard of Trustees
shall consist of sixeemployees appointed by the PCI: that the
PCI shall desipgnate one of the Trustees as the Chairman of the
Bogrd: and that the DCI may remove any Trustee at any time
snd that uporn suck removal or upon the resignatien of any
Trustee, tha NCY ghall sppoint a successor Trustes who shall
sarve for the remainder of the teyrs of the Trustee he succeeds,

The Trust Agreement provides for its amendment Y
mutual consent of CIA and the Board, It also provides that
CIA may terminate the Plan at any time. The Trust Agresment
states that the legal title, ownerskip and contrel of all assets
of the Trust shall be and Tenaln with the Board except that a
merber shall he entitled to recelve distributions as and vhen
lawfully nade under the Terms and Conditioms.

The Plan is a creature of the Agency; it was estub-
lished by CIA snd it may Do terminated by CIA, The VIP
reiphurses the Azency for the expenses (personnel, computers,
nostage, otc.) involved in the administration of the Plan.

In arder te joim VIF a prospective mewber zust be
a U. S. citizen participating in elther CIARDS cor the Civil
Service Retirement System and Lave been erployed by the Agoncy
for at least one year. The one-year service recuiresent may
inelude time served on detail to CIA from another government
agency or frem one of the military services., Contract personnel
and part-time personnel alsc may participete provided they
meet the forepoing conditions.

VIP offers two funds at the present tirme. DBothk saek
long-ters growth, one through investrent in equity securities
(Growth Pund), the other through the compounding of = high rate
of interest combined with safety of principel (Income Fund.)

The Orowth Fund is currently invested in shares of
the Johnston Hutual Furnd and the T. Rowa Price Zrowth Steck
Pund, two no-load mutusl funds which are invested In & bread
spectrus of the American economy.
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The Income Fund is invested in the general portfolio
of the Connecticut General Life Insurance Company under an
investrent contract providing a guarantee of principal and a
guarantead annual ninimum interest rate determined by Connecticut
foneral at tha beginning of each year. Connecticut General’s
investrent portfolio is invested primarily in high yleld commer-
cizal morteages and privately placed bond issues.

Once an investment institution has been selected by
the Board of Trustees of the VIP, naither the Agency nor the
VIP is involved in the day-to-day management of VIP assets.
Contributions of the participants are sent to the two mutual
funds and to Connecticut General where they are merged with the
contributions of other investors. Investment deeis§ans are made
entirely by officers in these companies bhased on their own
analyses and studies, The Agency provides no information
whatsoever to the managers of these entities,

3. Staff Position: According to the Trust Agreement
between the Agency and the Roard of Trustees, the Directer is
required to appoint Trustees to the Board. There is no pro-
vision to delegate this authority.

We see no reason for you to have to distance yourself
from the Plan. Although you approve nominations, you do not
initiate them. From an institutional point of view, you will
be interested in its success in meeting its stated goal, but
this could not be construed as being in furtherance of your
personal interests.

In view of the foregoing, we see no reason why you
should not continue to arprove nominations to the Board of
Trustees of the VIP,

4. Recommendation: It is recommended that you continue
to approve nominations to the Board of Trustees of the VIP.

[/8/John F. Blake

John F. Blake

Attachment
Pistribution: :
Original - Addressee

1 - A/DDCI
1 - ER
2 -« A/DDA
1 - 1/Pers
2 - C/RAD (1 w/h)

OP/RAD/| | (22 November '77)
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TRUST AGREEMENT FOR ESTABLISHMENT OF A GOVERNMENT EMPLOY“ES VGLU’\ITA.PY
INVESTMENT PLAN : : L

| THIS AGREEMENT AND DECLARATION OF TRUST, made this 2 /.2Z day of
February 1970 by and between the Central Intelligence Agency, hereinafter
referred to as "CIA", and the Board of Trustees of the Voluntary Investment

Plan, hereinafter referred to as the "Board".

WI‘I'\TESSE’.'L'H'

1. CIA hereby establishes a plan for savings and investment by certain
of its erﬁployees in order to provide additional and more flexible retirement
and related benefits for those employees who desire 1:0 participate in the
plan. This pla.n shall be known as the "Voluntary Investment Plan > herein-
after referred to as the "Plan", and shall constitute an employees pension
trust, separate a;nd apart from the CIA Retirement and Disability System and
the Civil Service Ret.irerﬁen‘b System. |
‘ 2. The Plan shall be mainta:r.ned and admimstered by a Board of Trustees

| who shall inveat the money in the Flan and meke payments to particlpants or
' their beneficiaries in accordance wi‘bh the Terms and Conditions of the Plan,
hereinaftef referred to as the "Terms and Conditions", The i:owers conferred
‘ upon.the' trustees can be exercised by the concurrence of a majority of them.

3. The Board shall é:onsist of six employees appointed 'by the Director
of Central Intelligence for terms of three years, excep’t':h;; the Director
shall appoint two of the original trustees for terms of one year and two of
them for terms of two years., The ]-Jirector shall designate one of the trustees
{o be Chairman of the Board. The Direcfcer may remove any trustee at anyfime
and upon such removal or upon the resignation qf e.ny trustee, the Director
shall appoint a successor trustee who shall serve for the remainder ‘of the
fem of the trusfee he succeeds. .

L. A:_Ll ee:penses of this trust and the ‘expenses of administering the Plaur
shall be paid by CIA bu{:, to the extent that such expenses may not be paid by
CIA, they shall be a charge egeinst the Plar and shell ve paid by it. Expenses
relating to a particular Sav'ings Fund of the Plan may be charged against such

fund as if it were a separate trust.
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- the Plan'in accordance with the Terms and Conditions and shall pay thé same
to the Board or its designees. ‘
6. CIA may terminate the Plan at any time; and in that event, the Board
will 1iquidate. the assets of the Plan and will distridbute the proceeds among
the members and beneficiaries or will distribute the assets in kind as pro-
vided in Article 7 of the Terms and Conditions.
7. The 1egal title, ownershlp and control of all asse‘cs of the trust
shall be and remain with the Board, and neither the employer nor any member
; ? shall have any estate ’c.herein, except that a member shall be entitled to -
!' recelve distributions as and when lawfully made under the’ ng'm.é and Conditions.
! . .8. “ This égreement may be amended. by mutual consent of CIAVand the Bcard."
| but no amendments may be made which will diminish the equity the participatmg
member has theretofore acquired in the Plan.
i 9. This trust shall be governed by and construed in accordaﬁce with the
- laws of the State of Virginis.
. 10. ' The Board accepts this Declaration of Trust and agrees to adminis’.c,er
the 'Erust in acc;ardance with the provisions hereof. o
- IN WITNESS WHEREOF, CTA and the Board of Trustees have caused this agree‘- -

inent to be executeci as of the day and year' first above written.

CENTRAL INTELLIGENCE AGENCY

Richard Helwms, Director

Approved and accepted by the undersigned who constitute in its entirety the
. Board of Trustees of the Government Employees Voluntary Investment Plan as
of the date of this Trust Agreement:

/ | i

E@ward L. Allen, Cnairman
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